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Fiscél Estimate Narratives
DOR 12/18/2017

LRB Number 17-3790/1 introduction Number AB-0583 Estimate Type  Updated

Description
a sales and use tax exemption for services performed during a disaster period by electric cooperatives or

telecommunications utilities

Assumptions Used in Arriving at Fiscal Estimate

This bill creates a sales and use tax exemption for services provided by an electric cooperative to another
electric cooperative, or by a telecommunications utility to another telecommunications utility, for disaster relief
work performed in conjunction with a declared state of emergency.

The bill would cause a reduction in state and local sales tax coliections. The magnitude of the fiscal effect is
indeterminate and sensitive to the severity of the disaster, the impact on utility infrastructure, and the decision
by electric cooperatives and telecommunication utilities to contract with other entities to provide repair services.

Based on information provided by the Wisconsin Electric Cooperative Association, a recent tornado event that
impacted Chetek (Barron Electric Cooperative) resulted in.contracted labor costs of $82,000. In this scenario,
the exemption would have reduced state sales tax revenue by $4,100.

The department does not have information on disaster related expenditures for relief work performed by
telecommunications companies. Telecommunications providers with larger geographic footprints would be more
susceptible o disasters, but also less likely to contract with another telecommunications company for repair

~ services.

In the six-year period from 2008 to 2013, there were six disasters in which both the state government and the
federal government declared a disaster. Assuming each disaster resulted in eligible expenditures similar to the
Chetek tornado for both affected electric cooperatives and telecommunications utilities, the exemption would
reduce state tax revenues by approximately $8,200 on an annual basis. Larger damages stemming from a
disaster could result in greater revenue losses for the state.

Due to the unpredictable nature of disasters, the impact of the sales tax exemption could vary dramatically from
year to year.

Long-Range Fiscal Implications
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